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6 Novembar 1953

MEMORANDUM FOR: The Tdrector of Central Intelligence

SUBJECT t Report of 'Round the World Inspection by Auditer-in-
Chisf, Ixtending from 7 May to 11 October 1953,

1. PERPISE OF TRIS:

8. To inouleste in the minds of all aperating and scministrative
personnel the nead for extreme care in the use of “unvouchered funds" and
in the aseounting therefor, and to carry to the Flsld the message of the
Mrecter, shat the authority to use "unvouchmred funds® is = smored trust,
not to bs abused

b, dhere practiesble, to decentralize to the Pleld the final
audit of Lgenuy monsy and property assounts.

25X1A

II, DOESCAIPTION:

RO/ MO CHEANGE

GED TO: 18 § ¢

B!

j 3 8E In the oourse of the above mmtioned talks question pericds were pro-
& A g vided in which many items of intarest wers discussed and while =ll questions
, wers not answered the discussions were beneficial. fhe frequancy of gues-
.| | tlons on the career program indiceted the need for an information balletin
%5: &,3 to be lssusd to the Fleld showing progress to data,
KE L III. OBSENVATIONS
[ RO
v i P - ; w
g€ on July 22 a report wes made om general conditions at all Zurepean 25X1A
%o stations listed above except [l However, in view of the fact that views

on the items dlscussedl therein have baen o ted by simllar conditions
found st other stations vielifell siged %ﬂ#jim all motters are conscliceted
in thise ene report.

e

. LUMbiBOITER
&% every station visited the high type of cersomnal on duty was im-
pressive and the uncoamplalaing manner in which they aceeptad thelr assignments

I8 CLASSX)DE
NO, PGS_R CRzAT
BEV CLASS .5 _BEY COO

Approved For Release 2000/06/13 SE(ARRDP78-05551A000100020011-2

Security Information
&)



Approved For Release 2000/06/13 : SHAREPP78-055514000100020011-2

Security Information

regardless of the fact that soma of the stations visitsd wers listed as
hardship staiions, was noted. The oriticisss in this revort regarding
Hesdquarters (HG) eperstions wers not made by Fleld employees but are the
conolugions of ths undersigned based on his observaticns in the fleld end
bie knowledge of I operatioms.

Further, thaey are noi based on single incidents bui on evidence of
a general conditlon.

Conditions in the Field wers found to be gmerslly good and no seriocus
deficiencies in the cars of igmmeoy funds or sssets which eould not be cor-
rested during the period of =my visit, except those listac herein, were
noted, W r hand, there was ample evidence that there is s roel
waste of sTEOpnel at Agency H. duc to the amount u’f@% yar-
Toresd here @ eld,” “aﬁé‘ whieh It «éd s belleved ¢ d be

cated in the 11 ot
noFe clently performed i decsn

In contacts with senior peracnnel overseas it was noted that practically
all of tham had axecuted isportant assigmments in Washingten before golng
ovarseas ond should therefores be qualified to carry on responsibilities at
thedr stations at least equsl to thome performed by them at Hi. Ysé pre-
sant Agemcy operational concepts sppear o be based on the prealse that 23
man sitting at a desk soma I %0 10,000 miles distant from an operation is
Mtar abla to aduinister a2 project that the man living st or adjscent to

; appears that there mmm;;mmm adginlatered in
ald be more affectively and effisiemtly sdminlistersd

o - !, u:it-h rtnnt Targa uvlm \ parsopnsl. and., BORAY.

The views expressed herein ars the resulit of a possibly limited obser-
vation in the Fleld, but there is ample evidence that a restudy of the
mattors discussed is warranted. The following itens require prompt zetion’
from 1O

AR s

1. It was noted that all intelligence activiitiss, ragardless
4 of size, cost or complexity, mst be sutmitted Lo . for approval
< ae individual projects. Thus it is necoessary Lo sabmit to !X mumer-

#° oas one-man penetration projects, even though collectively they

form part of a larger program and thelr indlvidual cost may be insig~
nificant. It is recognized that cost cannot be the sole oriterianin
determining the necessity for 1( prior approval, but the cost of the
wast overhead created by ths presant nscessity of hnndling these
small projects slmgly wenld appear to warrant a study to debermine

if & simpler method caunnot be deviead for handling st least the
smaller projects. It may be that a solution could be found in revised
procedures wharety (1) B would determine and suthorizs a general
type of eperation ae a mpocific target, (2) stipulate by alleestion
the amount of meney to be mmdnd, (3) state any necessary limite-
$iony and Mmetiam ﬁt.hi.n this framework gives the “tation
Chief full mthority 'l éeraiion, by individual pro-
Jocts or otherwise. It would ;1'.111 3 meuubmt on statlions to

port thelr activities toUlis M Topjdmous revier woulc take plice,
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tat the necesaliy for pro-approval of countless minutiae woald be
obviated.

2. In the case of larger aad more significant projects, it is
notod that although M| approves them individually in orineiple, it
is gcommon practice to so oircumscribe the approval, that the Chief
of Statdon must seek prior H. approwsl for avery axpenditwrs he in-
eurs in Inpleomanting the project. ot only is this an impediment
to effective and aggresasive action tut it is & serious reflection
upon the integrity and competence of the fleld operstor.

3. Under existing procedursa 4. requires that vouchers for
sertain classes of expenditures made in the field bz mabmiticd to ths

* dnbarested HC division for approval, despite the fact that tHs ser-

vice hs been rendered and already paid far by the fisld finance
offiser, 'he experience of the Finance Jivision has baen that in
all such cases, after some delay, final appreval is given. 3Such
practices increase ths worklead at both HG and in the field, with
resultant waste.

The solution tuv this would a>pear that % establish policles
and publish limitations on the sartleular tyves of items that can
be cantrolled in the fiald, or in the absenca of a published general
instruetion to issus specific authorities in special cazes. in the
basis of such muthority a field suditor could remire o showing
that the officer making the expanditure had authority thurefor, thus
sllminating the apparent ummecsssary work rafsrrod to above.

ks It was motsd that in meny cases the fleld has been required

48 sperate proprietary, subsidy, or other large projects for wtich

detalled aduinistrative plans had beem propared at Iy, yel no capy
of magh plans had been furnished the DMeld., This makes it difficult,
if not isposellls, for proper administration By ths field, and fer

.- the audit of expanditures thereunder by field auditors.

5. On s muber of occesions when an opinion was recuested on
an gperatiomal mattor the undersigned suggested that ihe matter be
sebmitted vo HQ for deolsion, and the froguent resghlon was.ihat it
served no usefu. sgm‘?“” 8s experience hag shomn thai many times ro

N T W TR S R RS

answor 13 ¥ecelvad or that the answer was ao dalayed thet it wms
aBALegd. IHLs Indicated that ihe fallure of I to make prompt

dimovwl edgenant o the fleld of inguiriss had caucsed s laak of re-
spest for KU adninistration. In discussing the metter informally
with the Teputy irestor he suggested as a possibls solution that
the "irector instruct the field that 1% submlt monthly reports to
W, listing, by reference, any communications to which an anewer
xxﬁag;en amlvatz for more than 30 days. The muggestion is concurred

4 further tisﬁ.' ach & raporidng eysban were

pat inbto effect the n um‘;‘ ﬁoulu saon dinp@far.

6. From observatibiw dabl GbfEy going to the fisld and frow
additional evidence gained there is eonvineing ovidence thal the
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1s in meed of a atm% Sivisien to senchast twuad Agency

udley for the Lrector, and evel sonaldecation. Under
pm& Procedires %W?ﬂ;im & 5 service unit available shen
ecallad upon by any dvision of the pgancy, but its findings are sub-
mitted 4o and may be ignored by the imtersested division despite the
fact that in zony cases the findings snd recommendations; if carried
oat, would result in increased eofficlemcy and economy within the
Agemay. The 0GM Uivision under this propossl ceild remain under the
sathority of the 1/a, on the priniciple thet it is an sdministrative
funstion, but the posltion whithin the igency of ths 2% “ivision .‘-.s
mt the mm quostion ralsaed by this discasaion.

hat whe ‘-,;; logated its recommendations s given top

G SRR S O e

pof this M@Q%M%mﬁ%&ma the

AR5 funin maxe. Lond. ke Sa Lhe shasuce g4 5 spund ov
ﬁ{-{\’ 3 m. However, a resent instruction nwﬁaﬁg pre
‘ ;aamﬁ Tor pmmlgﬂicm to the field will probsbly cure this situs-
tion.
25X1A ' 8. In & repart made by the undersigned fros I i~ July

(or + asttantion was invited Lo certain cazes of false certificates made by
Comptrefler & o3pnq officers in the fisld vho had boen advanced funds. It is be-
Qen. Counse/ 1leved that thase cases were not isolated ones but indicate a genersl
4,,,/,1 fake gchor lack of respect by our field representatives for She responsibilities
)mzm and placed on them when slgning certlficates. his matter
( : in eavery talk made Ly the undersigned during the
& eourse of His trip, but it is £3lt an Agency motice on this subject
Ak a should be promilgated. However, careful consideration should be
s given to the wording of such a notice,

2. In June I rapar’hed from the fieli thai exlsting regulations
reqaire that all surveys for loss or damage to praoperty bas submitted
to HQ for approval regardiess of the fact that the suount Involved
may ba less than the cost of preparing the survey. ‘ithin the last 25X1A

fow 8 this matter has bsen taken care of hy puhliaauan of I
25X1A which decentraliszses authority to ap~
prove gurveys where the amount lnvolved is less than 31,000,

1G. In Wuaeiness today and in most 9of the govermment departaments
the senlor operating officlals ars furnished periociecally with suceinct
financlal reports of operations brokan down by project or their special
funetional categordes, Such reporte are consldered highly imposant
to an understanding of current operations and to the spplication of
. meanagement supervision Vo insure efficlency and sconomy in administre-
/’ tion. This important matter was not provided for in elther urepe or
.- . the Far hasb but in ﬂinmwsing %ha matter with the aanicsr representa~
LRIV o tives it was spreyd t t tins ls desirable snd would be put

“ e iuto affect. mh._e._m Lok #% IR bap. 3D fho dagt Lo¥. days gub-
(panpirollon oo i T 'm‘“ Fbnancial yeoort covering o: %“?&&G

":; h . fiscal yedh, | "‘l Gl ﬂrﬁumar insmont [ mees Hi, re-
Shoo/d o(m//‘ qu : “ * ; £ % thgt ;?ch

e -uiify Information



dl—\-i{t‘
Approved For Releasg,2000/06/13 sGiAyRBRAB:05551A000100020011-2

25X1C

12. In discuseing subsidy projects with csse officsrs in 25X1A
they stated thsi several of the large projeoits wars basel om 25X1A
I - cie: to the faot that the parts of the projects
which wora being suporvised Uy the I office did net have igeney 25X1A
emptrollers, they were unable to determine whether sound finance
operations wers belng psrformsd. Thay stated thet 1t 1s highly de-
sirable, if ymtieahle, 10 have an ‘fgemey compiroller placed in
thess largse pro 8 and it is thought this could be accomplished
through the officas without viclation of caver.

13. Asg ona of the purposes of the trip was to aiae'mtrzzliaa,
where practical, the sudit of money and property accounts, thers
have been sot up the following sudit offices:

25X1A
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cansists of twe seplor suditors, two junior suditers, anc one zdminis-

trative clerk. This team {s under the iuditor-in-Chief st . tor all

technicel dutles and for thas approval of thelr efficlengy reports and
25X1A . wﬁim, but in other matters the team i= unisr the Chief of Hiasion,

25X1A b, An Audit Office has been established at [ tc saite
the scoount of the South Zast and Hear . ast statlons a8 soon as thay
- have been furmished with finance officars suthorlzed o cartlfy veuchars.
AL present there is only ons euditor on duty and be should be suffi-
25X1A sient for the present because only the stations zt ‘
have Iinance officers asthorized to certify wouchers, L08 Lonoprellex
ip studying the mut of plaging gbher eu.wddying offiszrs in this
Ared, anc s La- work requires addiiional sudivers wiil be sgsigned

€. An Audit Office was initielly establishe: in the I'E in

Gatober 1952, but due to the facu that Lie finance aetiviides in that
area had no &R&&iﬁﬁﬁ ahlishad wl dtable finance certify-
&‘"‘M Gere oamplete audit of scoount Loke alfaet.”

Pariig ant visll LNGFT, Howaver, it wat né%fd that the two

mMors who hil been placed there lasmt yoar had renderad vaiusble

service to the Senlor Hepresentativa, in inspectlng {insnce 25X1A

sffices sn! in ssslsting in the orgarisation of approgrizte finance,

progurament, and property ascounting faciiities. dZecently the ‘udit

Office; 7, Has been o ted so that it now has a strength of two

senlor and two Junlor auditors, und one -dninistravive clewk iw

swalting transportation there., 7Tils F° office will make guarterly

alte sudits if all accounts in the area, including thosc in che South
25X1A

de A further decentralisation of the :udit sctivities to
other areas thrpughoui ths world will be mads as goom &s tha technical
problem of obtalning certifying offigers for tas sbacions conecernad
can bs met mc trained sudit persomnel c'n be assigned cenbral staticas
within partienler sreas. :

ih. &fbor the arrival of ths undarsigned in the &, two meparate

problems ware assignsd him by H,. Ome wasz 2z audit sauiter--u rovies

25X1A of the acoounts at MM ¥erc serious difficaltliss ha: arisem in
our construction program thare. The other was ithe closing oud of the

25X1A and accounts of » who Jdefaulted with
and the untangling of in
25X1A ongalp Lo opsistion arrangaments snd contracts betwcan the I 25X1C

25X1C BN ccpsrate written reports on thess two matbters are badng sub-
mitted. Howsver, verbal reports have already bees made to interested
25X1C parties.

L 5‘3 gﬂ..él?
LUHbIBOITEY
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IX, ARCOMNDATIONS;

1. That the presant method of developing, financing, and controiling
small projects be studied by the O&x Divieion, or by some other disinterestad
2otivity of the Agemcy, to determine whether or not 4 more siuplifiai and less
burdensome systen of approving and financing such projects can ba developed.

£, That the preseat practice of advising the field of approvsl of a Pro-
Ject in prineiple and then requiring headguarters' prior approval of all expen-
ddtures thersunder be discontisued, and in lisu thereof provide that . approval

of a project carry ma permissible authority for implementation snd a eita-~
tion to the allotzemt to whieh expenditures on the project should be charged.

3. That the presont sractice of the - ./p operating divisions requiring
the submission of certain clacses of paid vouchers to then for post facto review
and epproval be dseontimnsd and in lieu thereof essential controls on such
matters be exercised by appropriate limitations in regula‘ions.

k. That positive dlrection be irsusd to ensurs that starilised copies of
all detailed administrative plans covring projects ea which disburasesents are
to be made in the field be furnished the fleld stations concerned as $001 &R
mach plans sre completed,

5. Thet an igency "irectivs bo issued to requira the ilald to repert to
the Iireetor menthly Ay comunications to M requiring replies which hsve ree
mained uasnswered for 8 period of more than 30 days.

6. That prompt action ®s taken to develop a stromg O%¥ Tivision for tha
Aganay, snd that this “Svision be chargsd with continuing sarvay of iyengy motiw
vities and to repart to ths Areotor its fiadings and recommendations,

7. That a dirsctive bs issued to the fiddd prohibiting sipandituras except
for activitiss for whick a forwal allotnent has been made to Lhe fialc. Lmergency
oadle authorizatians ghould bo roquirsd to cite the formal allotment namber. An
sxosption mey be desirable whare a station is t0o mmall to warrant the |
of allotment accounte anc funding is done direct by HG or by a larger station,

8. fThat an aAgency airective be ismued warning ali parsonnal Lhat before any
cartificate is signed by them they mast be sure thst the matters covered by the
sartificate are in aecordance with the facte,

9. That the Comptroller prepare for transmission to the field a suggested
Yeelnique for prograa analysis at statlons wher: gige warrante, ia ordar that
Bonihly operations may be graphically reported to senior repregeutatives for age
a2 a tool of mansgement,

10, That instructions be lasusd to the flald requiring at least a six
review of PN to inclade & determineilon as Lo whether bhe type and
amoant of currency on hand is em i . the needs of the plan. These in-

struetions should include a r t ‘sarplosas or deficisncies in eur-
remey found 23 & result of such semi-y & be reporte: 1o i for sppro.-
m’htg instriotions. wusibl W

-7 = .
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ther projecte to deter-
=hat & review be made of lsrger subsidy and other ’ _
sine g;tnﬁr or not it is practicsble to inatall igoncy aeqmntanta in thosa pro
jocta vhers the gize warrents snd whare none are novw provided.

, ad to the field ealling sttemtion
- 12. That sppropriate instructions be issu Line st
he indl tor-in-Chisf reperts 2 generslly lax cop
25X1A &mmf'ﬁe;?:r %regaﬁn@ the safekeeping of
o and I - cc¢-iné moathly aceounting for advances.

25X1A

Audi bor=in-Chief 25X1A
RMF rmap

-l -
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